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COMPTROLLER GENERAL OF THE UPfIT& STATES 
WAS-ILNCTON. D.C. ZOYI 

R-185101 

The Zonorable John E. Moss 
,! House of Representatives 

h Dear Mr. Moss: 

In response to your request of October 9, 1975, we 
I- reviewed the disclosure system for financial interests and 

I the procurement practices of the Inter-American Foundation, (T., 
a wholly owned Government corporation. 

J 
Our review was conducted at the Foundation’s office in 

Rosslyn, Virginia, where we (1) examined all financial in- 
terests listed by employees on Lchq financial disclosure 
statements since the corporation's iriception, (2) reviewed 
position descriptions of employees required to file state- 

\ 
ments to identify potential conrlicts, a?d (3) reviewed re- 
sponsibilities of several positions whose incumbents are not 
currently required to file to determine vlhether they were 
properly excluded. We also reviewed agency regulations 
governing emplcyee standards of conduct and discussed opera- 
tions of the: financial disclosure system with agency offi- 
cials. The confidentiality of employees who filed statements 
was maintained at all times. 

We did not review ths financial disclosure statements 
of the Roard members, who are appointed by the President. 
Executive Order 11222 requires their statements to be filed 
directly with Civil Service Commission, together with those 
of other high-ranking Government officiais. As pzrt of an- 
'other ongoing as,aignment, we are reviewing Civil Service 
Commission implementation of the Executive order and will be 
reporting to the Congress on the results of that review. 
! 

We found no real or apparent conflicts o? interests. 
The Foundation's regulations are consistent with Civil Serv- 
ic.6 Commission guidelines. The system, however, could he 
improved by instituting adequate procedures to determine 
wnrch employees should file financial disclosure statements, 
requiring timely submission of statements, and appointing a 
depguty zounnelor. 
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In addition, we examined procurement actions for fiscal 
years 1973-75 and discussed procurement with agency offi- 
cials to determine the adequacy of procedures and practices. 
We found that procurement actions generally complied wi%h 
informal agency requirements and Federal Procurement Regu- 
lations. . 

Details of our review and our conclusions and recom- . . . mendations for necessary corrective action are included in 
append ix I. 

. .* Tne Foundation has not been given an opportunity to for- 
mally :omment on this report, but we discussed our fir,dings 
with Foundation officials during the course of our review. 

As you know, section 236 of-the Legislative Recrganiza- 
tion Act of 1979 reqJi.res the head of a Federal agency to 
submit a written state.?ent on actions taken on our recom- .-. ; / ” 
mendations to the House and Senate Committees on Government 
Operatjozs not later than 60 days after the date of the 
report and to the House azd Senate Committees on Apbropria- L -” - 
tions with the agency’s first request for appropriations ” - 
made more than 60 days after the date of the report. We --- , 
will be in touch with your office in the near future to 
arrange for release of the report so that the requirements 
of section 236 can be set in motion. 

Comptroller General 
of the United States 

. 
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APPENDIX I APPENDIX I 

EFFECTXVENESS 3F THE INTER-AMERICAN FOUVDATIOR'S 

FINAfJCIAL DISCT,r)SURE SYSTEM FOR -- 
EMPLCYEES AND PROCUREMENT P'RACTICES 

BACKGROUND 

The Inter-American Foundation is a wholly owne3 
Government corporation established pursuant to part IV of the 
I'oreign Assistance Act of 1969, as amended, (22 U.S.C. 290f). 
Its purpose is to strengthen bonds cf friendship and under- 
standsing amor the people of this hemisphere, support self- 
help rfforts designed to enlarge opportunities for individual 
development, stimulate and assist participation in the devel- 
opment t;tocess, and encourage democratic institutions apprc- 
priate to the requirements of the individual countries. The 
Foundation accomplishes its charter by making grants to aid 
self-initiated efforts, generally by nongovernmental, non- 
profit Latin American and Caribbean groups. 

Enabling legislation authorized the Foundation S50 mil- 
lion, to remain available until expended. In 1973, the 
Foundation also entered into a 3-year agreement with the 
Inter-American Development Bank to use up to $10 million 
annually from the Social Progress Trust Fund administered by 
the Bank. In 1976, the agreement was extended to aLlow the 
Foundation to use up to $16 million annually for the follow- 
lng 3 years. Through fiscal year 1975, the Foundation had 
approved or provided $35 million for about 323 projects in 
26 countrces. Grants a\-erage $100,000 but range up to 
$1.5 million. 

-. The Foundation does not design or operate projects, but 
responds to initiatives originating with local Latin American 
and Caribbean/people who are identifying their problems and 
&cting on them. The Foundation makes every attempt to re- 
spect the ideas and autonomy of the project initiators. It 
does not negotiate nor attempt to influence the contents cf 
a project, but after review, decides whether it can assist 

!the project. Most grant funds are used for personnel ex- 
!penses and revolving loans, with relatively minor amounts 
'being used for procurement of material items. 

FXNANCIhS DISCLOSURE REQUIREMENTS 
AND AGENCY PROHIBITIONS 

Executive Order 11222, dated May 8, 1965, prescribed 
standards of ethicai conduct for Government officers and 
employees and directed the Civil Service Commiqsion (%C) to 



establish implensnting regulations, In November 1065, CSC 
issued instructions requiring each agency to prepare em- 
ployee conduct standaras and to establish a review system 
for employee financial disclosure statements. Stsnuards of 
conduct regulations established by each agency must be .ap- 
proved by CSC. . 

c 

. 

The Foundation’s regulations (n2 CFR 1001) governing 
responsibilities and conduct of its employees were approved 
by CSC in December 1971 and issued in April 1972. The regu- 
lations established the Foundation’s financial disclosure 
system for its employees. 

The General Counsel was designated as the Foundation’s 
ethic; counselor ;nd the Deputy General Counsel as deputy 
counselor. They &re responsible for providing employees with 
information and advice on Stan&:& of conduct and for re- 
solving real or apparent conflict5 of interest. The deputy 
counselor is responsible for Leviewing the financial disclo- 
sure statement of incumbents of designated positions that 
must be filed 10 da:rs before entrance on duty and updated 
annually as of June 30. He is required to discuss with the 
employee any statement found to contain evidence of real or 
apparent conflict of interest. If the matter is not resolved 
by the deputy counselor, pertinent information is reported 
via the counselor to the President of the Foundation for re- 
medial action, including reassignment to a different posi- 
tion, divestment of the interest, disqualificaticn r’rom a 
par titular assignment , or disciplinary action. Wr i tten sum- 
maries of decisions are to be kept by the deputy counselor. 
Because of the position of Deputy General Counsel has been 
vacant since March 1974, the counselor performs the duties 
of the deputy counselor. 

Prohibitions affecting Foundation employee financial 
holdings and outside employment are included in the Founda- 
tiun’s regulations and in the Foreign Assistance Act of 1969, 
as amended (22 U.S.C. 290f). The Foundation’s regulations 
prohibit an employee from: 

--Participating in his governmental capacity in any 
matter in which he, his spouse, 01: minor child, asso- 
ciate, or organization with whom he has a business 
relationshio, 

negotrating 
or person or organization with whom he 

is for employment has a fi lancial interest. 

--Having a direct or indirect financial interest tnat 
conflicts or appears to conflict substantially with 
his Government duties and responsibilities. 

2 
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--Engaging directly or indirectly in a financial 
transaction that results from or primarily relies 
on information obtained through his Government 
employment. 

--Engaging in outside employment or other outside ac- 
tivity not compatible with the full and proper dis- 
charge of the duties and. responsibilities of his 
Government employment. 

The tcreign Assistance Act states that: 

“No directcr, officer, or employee of the cor- 
poration shall in any manner directly or in- 
directly p&rticipate in the deliberation upon or 
t:!e determination of any question affecting his 
personal interests or the interests of any cor- 
poration, partnership, or organization in which 
he is directly or indirectly interested.“ 

NEED TO STRENGTHEN FINANCIAL . 
DISCLOSURE SYSTEM- 

The Foundation’s regulations generally conform with 
CSC’s financial disclosure guidelines, dnd we found no reai 
or apparent conflicts of interest in our review of filed 
statements. However, certain improvements, are needed in the 
system of financial disclosure, including (1) definitive cri- 
teria for identifying positions whose incumbents should file 
financial disclosure statements, (2) more timely submission 
of financial disclosure statements, and ( 3) appointment oi: a 
deputy counselor. 

Criteria for idenkifying positions 
GGse incumbents should file \ 
financial Llisclosure stat.emcnts 

Foundation regulations require filing of a. financial 
disclosure statement by GS-13s and above wjose duties inc!ude, 
among other things, administration or monitoring of grants. 
The regulations also state that other emplo,,lees must file 
when necessary “to avoid involvement in a pcssible conflict 
of interest situation and carry out the purpose of the law, 
Sxecutive Order 11222, and the Agency’s regu..ations.” 

The Poundation has required all 27 employees who are 
GS-13s and above, including 12 Foundation representatives, to 
file financial disclosure statements. Employees below the 
GS-13 level, 5 of whom are GS-12 Foundation representatives 
and are directly involved with administering anil monitoring 
grants, are not required to file statements. 

3 
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To determine tne adequacy of criteria for identifying 
positions whose incumbents should file financial dLsclo;ure 
statements, we reviewed the responsibilities and dc;ties of 
the incumbents occupying positions below the GS-13 level and 
concentcatad on t?e positioks of GS-12 Foundztion repcesen- 
tatives anti tklr effect on the Foundation. Incuxents in 
these pcsi tlona 

--develop programs and plans to loca:e, identify, and 
respond to social and economic development projects; 

--.prcpsre reports and sopporting documents of their 
research and analyses to determine which project 
proposals meet the criteria for Foundation support; 

--monitor the progression of project proposals ~9 
Initiate all comniunicaticns to prospective gran::ees; 

--initiate and negotiate grant agreements with grantees; 

--vieit: assigned countries to identify prospective 
grloeceo and to review and evaluate the progress of 
approved projects; and 

--draft position papers and public statements related 
to social change. 

These responsibilities and duties are essentially -,h.e same as 
those of repccaentatives at the GS-13 and 14 levels and all 
representatives report tc the same supervisory level. Be- 
cause of the effect of representatives’ actions OR the Founda- 
tion, we believe these representatives ahoul: be required to 
filz. financial discl0su.e statements. A dtitermin stion by the 
agency that employees below the GS-13 level are required to 
file must ho approved by the CSC. Foundation officials told 
us that, altholigh tney agree that all Four.;ztion representa- 

\ tives should be required to file, the Four,datroz i:d not re- 
jquest CSC approval to require representatives below GS-i3 to 

file because they understood the CSC would not approve such a 
requirement. They now plan to review the duties and respon- 
sibilities of all employees below the GS-13 level, determine 
those which should be required to file statements, and re- 
quest CSC approval for the determination. 

Timeliness cf collection and review 
8 flnhncL4’7Zlsclosufe statements -w- 

I, CSC regulations provide that an employee required to file 
a financial disclosure statement must do so withir-. 30 days 
after entrance on duty and must report changes lin financial 

+ 
t 
I . . 4 



APPENDIX I APPENDIX I 

1 
* ! _ . 

I  
8 

interests annually as of June 30. If no changes occur since 
the filing of the previous statement, a negative report is 
required. Foundation regulations are more stringent than 
those of CSC and require employee financial disclosure 
statements to be filed 10 days prior to entrance on.duty. 
The Foundation requires annual updates in accordance with 
CSC regulations. 

Since the effective date of the Foundation’s regtilations, 
14 incumbents have been required to ,file st?;ements, non.2 of 
whom did so 10 days prior to entrance on duty as required by 
Foundation regulations. Four of them filed within 30 days 
after entrance on duty as required ny CS’3 regulations; the 
remaining 10 employees filed up to 381 days after the 30-day 
limit, averaging 186 days late. 

We were ,dvised by the General Counsel that tt-.e Founda- 
tion, in practice, does not require an employee promoted into 
a covered position to file a financial disclosure statement 
until the fiscal yearend. tie found that three current em- 
ployees were promoted into covered positions. One employee 
filed a statement within 491 days after promotion, dnOther 
within 210 days, and one employee p. omoted on February 1, 
1976, is not required by the Foundation to file a statement 
until Jun+ 30, 1976. 

Although all employees required to file annual update 
statements as of June 30, 1973 and 1975 did so, seven of 
those required to file at June 30, 1974, did not file state- 
ments. In addition, although filings at yearend in 1973 
were generally :;ubmitted within a reasonable period after 
June 30, those in 1974 were generally not submitted until 
September and October. Filing in 1975 was again more timely, 
with only four employees filing after August 12. 

We were informed that late filings on annual updates are 
partly due to problems associated with contracting employees 
ill lengthy travel status. We believe late filings were also 
due to lack of timely reminders to employees of the need to 
file. For example, the reminder memo in 1974, when many 
statements w?re iate and some were not filed, was not issued 
until Septe,,l,>er 20. 

The Foundation’s General Counsel advised us that !ie as- 
sumed his position in nay 1975, reviewed the statements filed 
for the year ended June 30, 1975, and found no conflicts of 
interest. To his knowledge, no conf lictx were found in prior 
years, and the files contain no written summaries of the dis- 
position of conflicts. Such summaries are required in all 
cases of conflicts identified. 

5 
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Although we also found no conflicts of interest il our 
review of the statements, the lack of timely notificaiion of 
filing requirements by the cognizant officials and the lack 
of time1 iness in iiling on the part of some employees could 
result in employees holding conflicting interests for ey- 
tended periods of time. The Genera. Counsel stated that 
regulations will be revised to require filing within 30 days 
of entrance on duty and that procedures necessary to ensure 
adherence will be instituted for employees promoted into 
positions whose incumbents must file as well as for new 
employees hired for those positions and for annual updates. 

Appointment of a deputy counselor 

CSC regulations req?lire that each agency appoint a deputy 
counselor for its employees. The deputy counselor must be 
qualified and able to advise end guide employees on questions 
of conflicts af interest. The Foundation’s regulations pro- 
vide that the Deputy Gelreral Counsel will be the deputy coun- 
selor and delegate many specific financial disclosure system 
duties to him. * 

We were advised by the General Counsel that the Founda- 
tion does not have a deputy counselor because the position of 
Deputy General Counsel has been vacant since Xarch 1974 and 
that there is no plan to appoint a Deputy General Counsel, . 
He stated that the counselor has performed the duties of thi- 
deputy since March 1974. When we brought the CSC requirement 
for P deputy couns>ior to his attention, he stated that the 
Foundation would appoint a deputy counselor. 

PROCUREMENT PRACTICD~ 

Enadling legislation (22 U.S.C. 290(f)(e)) provided that 
the Foundation, as a corporation: 

“(3) may make anh pkrform contracts and other 
agreements with any individual, corpcjration, .or 
other body of persons however designated whether 
within or with jut the United States 3:’ America, 
and with any government or governmental agency, 
domestic or foreign; 

“( 4) shall determine and prescribe the manner in 
which its obligations shall be incurred and its 
expenses, including expenses for repres sntation 
(not to exceed $10,000 in any fiscal year), 
allowed and paid ; 
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“(6) may acquire by purchase, devi :e, bequest, or 
gift, or othe,wise lease, hold and improve, such 
real and personal property as it finds to be 
necessary to its purpose * * *.I’ 

Because of its mission, the Foundaticn’s direct procure- 
ment activities are ?imited to items of administrative sup- 
port: and services and to contracts for studies of social 
change resulting from grant projects and for candidates for 
fellowships, 

1’ 
_ -- - 

As noted above, most grant funds jre used for personnel 
and loan revolvirg funds, with re!atjvely little used to pro- 
cure mater ial items. In line witn the Foundation’s policy of 
respecting the z.utonoey of projnct initiators and refraining 
from influencing project content, grant agreements and proj 
ect reports do not indicate dotails on sources, brands, etc., 
of pUrChdfK!d items. 

Administrative support and servicas totaled $295,000, 
$327,000, and $320,000 in fiscal years 1973, 1974, and 1975, 
respectively, and included rent for off ice spact, telephone 
expenses, purchase of fixed assets, and administrative sup- 
port services provided by the General Services Administra- 
tion under aqreement. 

The Foundation has also contracted with individuals to 
assist in evaluating candidates for the fellowship program 
and with individuals generally indigenous to the country 
affected, to study the social changes resulting from projects 
funded by the Foundation. These activities, primarily study 
efforts, totaled about $500,000 in fiscal year 1975. Re- 
sources devoted to these contracts have decreased in recent 
vears. We were informed that, as a general rule, the “ounda- 
tion will no longer use contracts for these studies but, in 
line with being a learning process for the grantees, will en- 

i:icourage studies as part of the grants themselves. 

The Foundation has no ,’ ormalized procurement policies 
or procedures but uses the Federal Procurement Regulations as 
qqidance in procurement actions. Informal procedures call 
fior preparation and approval 04 purchase orders on prcsure- 
m&nts over $50, maximum use of General Services Administra- 
tion schedules, and informal comparative shopping for items 
not on the schedules. For personal services, the ?oundation 
reTies on staff knowledge, corrtacts, and research for iden- 
tifying individuals capable of provid..ng the reauired serv- 
ices, Proposed contracts were reviewed by the director of 
research and evaluation and by the president of $he Foundation 
for professional merit and the contracts were signed by the 

+ 
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Executive Director. iJe reviewed procurement actions over 
$1,000 during fiscal years 1973-75 and found that procurement 
generally complied witn required procedures. 

CCNCLUSIONS 

As a result of its mission and approach, the Founda- 
tion’s involvement with private industry is very limit&; 
nevertheless, it is imperative that employees maiatein the 
highest standards of ethical conduct to assure propcr per- 
tormance of the Foundation’s business and to maintain confi- 
dence in the Gcvcrnment. The Foundation must insure through 
its financial disclosure system that its employees maintain 
these high standards. 

Our review disclosed no real or apparent conflicts of 
interest. The Foundation’s regulations conform to CSC guide- 
lines; howover, the sys’:em needs to institute procedures to 
determine which employees should file financial disclosure 
statements, require timely submission of statements, and 
appoint a deputy counselor, 

. 
We believl? that use of Federal Procurement Regulations 

provide sufficient guidance to adequately protect the Govern- 
ment’s interest. We found these guidelines generally 
followed. 

RECOMMENDATIONS 

To improve the effectiveness of the Foundation’s finan- 
cial disclosure system, we recommend that the president of 
the Foundat.iun ensure that corrective ec:tion is taken to: 

--Develop definitive criteria to det:ermine which em- 
ployees below the GS-13 level $ave responsibilities 
warranting the filing of financial disclosure state- 
ments and seek CSC permission to require these em- 
ployees to file statements. , 

--Rey:lire that financial disclosure statements be sub- 
mitted within 30 days after a new employee’s entrance 
on duty to a position for which a ::tatement is re-’ 
quired. 

--Require nonfiling employees promote<, to positions that 
require disclosure statements to fi;.e within 30 days 
after promotion. 




